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SUBJECO: FINANCIAL ASSISTANCE FOR PORTUGAL 

REF: A. TOKYO 5949 B. BONN 07004 

1 . SUMMARY: JAPANESE FINANCE MINISTRY WILL TRY TO BE FORTHCOMING 
IN RESPONSE TO REQUEST FOR ITS PARTICIPATION IN FINANCIAL 
ASSISTANCE PACKAGE FOR PORTUGAL BUT MAY HAVE DIFFICULTIES IN 
FINDING SOURCES OF FUNDS. JAPANESE WOULD APPRECIATE FURTHER 
INFORMATION TO ASSIST THEM IN FORMULATING THEIR COURSE OF ACTION. 
END SUMMARY. 

2. E/C MINISTER AND FINATT CALLED ON MINISTRY OF FINANCE (MOF) 
DIRECTOR GENERAL FOR INTL FINANCE FUJIOKA APRIL 25 (FOLLOWING 
HIS RETURN FROM ASIAN DEVELOPMENT BANK MEETINGS IN MANILA) TO 
URGE JAPANESE SUPPORT FOR FINANCIAL ASSISTANCE PACKAGE FOR 
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PORTUGAL AND PARTICIPATION IN MID-MAY MEETING THIS SUBJECT IN 
PARIS. 

3. FUJIOKA BEGAN HIS COMMENT BY REFERRING TO EXPECTATION THAT 
OECD FINANCIAL SUPPORT FUND WOULD PROVIDE VEHICLE FOR PROVIDING 
FINANCIAL ASSISTANCE FOR PORTUGAL. WITHOUT THE FINANCIAL SUPPORT 
FUND, THE GOVT OF JAPAN DID NOT HAVE A GOOD INSTRUMENT FOR PRO- 
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VIDING SUCH ASSISTANCE. HE DID NOT BELIEVE IT WOULD BE POSSIBLE 
TO GO TO THE DIET FOR A BUDGET APPROPRIATION FOR ASSISTANCE TO 
PORTUGAL. THE BANK OF JAPAN WAS RESISTING FUNDING JAPANESE 
PARTICIPATION IN THE PORTUGUESE PACKAGE BECAUSE, UNLIKE SOME 
OTHER CENTRAL BANKS, SUCH AS THE BUNDESBANK, AID-TYPE OPERATIONS 
WERE NOT WITHIN ITS ACCEPTED RANGE OF OPERATIONS. PORTUGAL WAS 
NOT INCLUDED IN THE LIST OF COUNTRIES ELIGIBLE FOR ASSISTANCE 
FROM THE OVERSEAS ECONOMIC COOPERATION FUND. THIS LEFT THE JAPAN 
EX-IM BANK AS THE CANDIDATE FOR FUNDING FROM THE GOVT SECTOR. 
HOWEVER, BECAUSE CAPITAL GOODS EXPORTS TO PORTUGAL ELIGIBLE FOR 
EXIM FINANCING WERE LIMITED, SO WOULD BE THE AMOUNT OF FINANCING 
WHICH COULD BE ANTICIPATED FROM THIS SOURCE. THIS SUGGESTED THAT 
THE BALANCE WOULD HAVE TO BE SOUGHT FROM COMMERCIAL BANKS, WHO 
MIGHT NOT BE ENTHUSIASTIC AT THE PROSPECT OF LENDING TO PORTUGAL 
UNDER CURRENT CIRCUMSTANCES. NEVERTHELESS, FUJIOKA THOUGHT THAT 
THE APPROACH FOR JAPAN MIGHT BE TO TRY TO TAP BOTH THE EXIM AND 
THE COMMERCIAL BANKS. 

4. FUJIOKA WAS UNWILLING TO COMMIT JAPAN ON THE SPOT TO PARTI- 
CIPATE IN THE PROPOSED MID-MAY MEETING IN PARIS. INSTEAD HE 
CONFINED HIMSELF TO ASKING A NUMBER OF QUESTIONS ABOUT THE 
PROPOSED MEETING, WHICH ARE SUMMARIZED IN THE FOLLOWING PARA 
ALONG WITH OTHER QUESTIONS HE RAISED. 

5. FOLLOWING ARE QUESTIONS TO WHICH FUJIOKA SOUGHT RESPONSES. 

A. AS DID MIYAZAWA AT THE FOREIGN MINISTRY, FUJIOKA INQUIRED 

ABOUT WHETHER OR NOT THE GERMANS HAD COMMITTED THEMSELVES TO THE 
PRESENT PROPOSALS FOR ASSISTING PORTUGAL AND HE ALSO ASKED 
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WHETHER PROTUGUESE FINANCIAL ASSISTANCE QUESTION WOULD BE RAISED 
AT THE SUMMIT. 

B. WOULD A PACKAGE COMPOSED OF SOME JAPAN EXIMBANK LENDING PLUS 
COMMERCIAL BANK LENDING CONSTITUTE AN ACCEPTABLE CONTRIBUTION 
TO THE PORTUGUESE PACKAGE? 

C. REGARDING THE MID-MAY MEETING, WHO SHOULD BE CONSIDERED AS 
THE SPONSOR OF THE MEETING? WOULD PORTUGAL BE PRESENT? WOULD THE 
MEETING TAKE THE FORM OF A PLEDGING SESSION, OR WHAT? 

D. FUJIOKA ALSO INQUIRED CLOSELY ABOUT THE TERMS OF THE PROPOSED 
U.S. ASSISTANCE. WHAT WOULD THE PRESUMABLY MARKET-RELATED 
INTEREST RATE BE? WHAT WOULD BE THE MATURITY OF OUR LOANS, ETC.? 

6. COMMENT: TENOR OF FUJIOKA'S REMARKS WAS THAT JAPAN WAS 
PREPARED TO TRY TO ARRANGE PARTICIPATION IN FINANCIAL ASSISTANCE 
PACKAGE FOR PORTUGAL. HE DID NOT REACT UNFAVORABLY TO $50 MIL 
FIGURE PROPOSED, ALTHOUGH HE CLEARLY WAS NOT CONFIDENT THAT 
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COMMERCIAL BANK PORTION OF PACKAGE COULD BE PUT TOGETHER. 

HOWEVER, HE OBVIOUSLY WANTS TO BE REASONABLY SURE THAT PRESENT 
PROPOSAL IS GOING TO FLY BEFORE HE EXPENDS THE EFFORT TO PUT 
TOGETHER A JAPANESE CONTRIBUTION. NEEDLESS TO SAY, WE DID NOT 
MENTION TO HIM HERMES' REACTION REPORTED REFTEL B NOR DID HE ASK 
ABOUT SIZE OF PROSPECTIVE GERMAN CONTRIBUTION, WHICH IS ONE 
OTHER ASPECT JAPANESE WILL UNDOUBTEDLY ENQUIRE ABOUT SOON. 

7. DEPARTMENT PLEASE REPEAT THIS MESSAGE AND REFTEL A TO OTHER 
POSTS AS DESIRED. 

SHOESMITH 
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